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NOTICES 


DEPARTMENT  OF  HOUSING  AND 
URBAN  DEVELOPMENT 

Federal  Insurance  Administration 
I  Docket  No  N-77-7421 

NATIONAL  INSURANCE  DEVELOPMENT 
PROGRAM 

Notice  of  Offer  To  Provide  Reinsurance 

Against  Excess  A^r^ate  Loss  Resulting 

From  Riots  or  Civil  Disorders 

The  purposes  of  this  notice  are :  ( 1 )  To 
offer  publicly  Federal  reinsurance  against 
excess  aggregate  losses  resulting  from 
defined  riots  or  civil  disorders  to  insurers 
eligible  for  such  rebisurance  for  the  con¬ 
tract  year  commencing  May  1,  1977,  and 
ending  April  30,  1978  <or  September  30, 
1978  if  such  authority  is  enacted  by  Con¬ 
gress)  ; 

(2)  To  provide  Uie  method  by  which 
the  offer  my  be  accepted;  and 

<3)  To  set  forth  the  terms  and  condi¬ 
tions  of  the  Standard  Reinsurance  Con¬ 
tract  (1977-78). 

Since  the  offer  to  provide  reinsurance 
and  the  terms  and  conditions  of  the 
Standard  Reinsurance  Contract  for  the 
May  1,  1977,  to  April  30,  1978,  contract 
year  must  appear  in  time  for  acceptance 
by  eligible  insurers  on  or  before  April 
30,  1977,  this  notice  of  offer  to  provide 
Insurance  against  excess  aggregate  losses 
resulting  from  riots  or  civil  disorders 
is  effective  upon  April  1,  1977.  The  pro¬ 
gram  authority  to  continue  reinsurance 
beyond  April  30,  1977,  requires  the  en¬ 
actment  of  Federal  legislation  currently 
under  consideration  by  the  Congress. 
Iherefore,  the  validity  of  this  offer  is 
condition^  upon  the  enactment  of  the 
enabling  legislation. 

The  Standard  Reinsurance  Ccmtract 
( 1977-78)  provides  for  an  aggregate  basic 
premiiun  rate  of  $0.02  per  $100  of  direct 
premiums  earned  on  lines  reinsured. 

Both  the  aggregate  basic  premium 
and  the  additional  premium,  if  any,  are 
payable  on  an  advance  estimated  basis 
as  specified  in  the  contract.  Interest 
shall  accrue  at  6  percent  (6%)  per 
annum  on  any  portion  of  any  amount 
due  the  reinsurer  which  is  not  paid  to 
the  reinsurer  within  30  days  from  its 
due  date. 

The  offer  to  piovide  reinsurance  is  as 
follows : 

Offer  to  Provide  Reinsurance 

Pursuant  to  the  provisions  of  the 
Urban  Property  Protection  and  Rein¬ 
surance  Act  of  1968,  as  amended  (12 
U.S.C.  1749bbb-1749bbb-21) ,  subject  to 
all  regulations  promulgated  thereunder 
and,  to  the  terms  and  conditions  set 
forth  in  the  Standard  Reinsurance 
Contract  (1977-78)  as  printed  below, 
the  Federal  Insurance  Administrator 
(hereinafter  referred  to  as  the  “re¬ 
insurer”)  offers  to  enter  into  the 
Standard  Reinsurance  Ccmtract  (1977- 
78),  the  terms  and  conditions  of  which 
are  as  printed  herelnbelow.  with  any 
eligible  Insurer  which  accepts  this  offer. 
The  reinsurer’s  offer  to  provide  rein¬ 
surance  is  effective  upon  publication  ot 
this  notice  in  the  Fioebai  Recister. 


Method  of  Acceptance  of  Offek 

<  1 )  Acceptance  of  thi.s  offer  shall  be 
by  telegraphed  or  mailed  notice  of 
acceptance  to  the  reinsurer.  If  the  date 
and  time  of  dispatch  of  the  notice  of 
accejitance  are  not  later  than  midnight, 
e.d.t.,  April  30,  1977,  reinsurance  cover- 
aj-e  shall  be  in  effect  from  12:01  a.m. 
e.d.t..  May  1  1977.  If  tlie  date  and  time 
of  dispatch  of  the  notice  of  accept;mce 
are  later  than  midnight,  e.d.t.,  April  30. 
1977,  reinsurance  coverage  shall  be  in 
effect  from  12:01  a  m.,  e.d.t.,  on  the  day 
after  such  notice  of  acceptance  is 
dispatched.  The  date  and  time  of  dis¬ 
patch  of  the  notice  of  acceptance  mast 
be  clearly  shown  either  by  telegraph 
dispatched  notation  or  postmark,  and 
such  notation  or  postmark  shall  be  con¬ 
clusive  proof  of  the  date  and  time  of 
dispatch. 

(2)  The  telegram  or  letter  accepting 
this  offer  of  reinsurance  shall  Indicate 
the  States  in  which  reinsurance  on  lines 
of  mandatory  coverage  is  to  be  provided 
and  shall  specifically  designate  for  each 
such  State  the  lines  of  optional  coverage. 
If  any.  for  which  reinsurance  Is  to  be 
provided.  The  notice  of  acceptance  shall 
be  in  substantially  the  following  form: 

The  (name  of  Insurer  or  Insurers) 
hereby  accepts  the  offer,  as  filed  with  the 
Office  of  the  Federal  Register,  of  the 
Standard  Reinsurance  Contract  (1977- 
78),  pursuant  to  the  Urban  Property 
Protection  and  Reinsurance  Act  of  1968, 
as  amended,  for  the  mandatory  and 
(specify)  c^tional  lines  in  the  following 
States:  (iHiecify). 

(3)  Any  eligible  insurer  accepting  this 
offer  of  reinsurance  shall  be  supplied 
ccHiies  of  the  Standard  Reinsurance 
Contract  (1977-78),  Fbrm  HUD  1601, 
for  execution  and  return  to  the  reinsurer. 

Terms  and  Conditions  of  the  Standard 
Reinsurance  Contract  (1977-78) 

<At  this  point  In  the  contract,  the  in¬ 
surance  company  or  companies  rein¬ 
sured  are  required  to  list  the  names  and 
addresses  of  the  principal  company  and 
all  pnHierty  insurance  ccHupanles  under 
common  or  related  ownership  or  control 
as  defined  in  the  contract,  and  space  Is 
provided  for  the  execution  of  the  con¬ 
tract  by  the  parties.) 

This  Contract,  made  by  and  between 
the  Federal  Insurance  AdmlnistraUH- 
(hereinafter  referred  to  as  the  "Rein¬ 
surer”)  and  the  company  or  companies 
specified  above  (hereinafter  referred  to 
as  the  “Company”. 

Witnesseth:  Subject  to  the  provisions 
of  the  Urban  Property  Protection  and 
Reinsurance  Act  of  1968,  as  amended, 
and  to  the  terms  and  conditions  herein 
set  forth,  the  Reinsurer  hereby  obligates 
Itself  to  pay,  as  reinsurance  of  the  Com¬ 
pany  the  amount  of  the  C(Mnpany’s  ex¬ 
cess  aggregate  losses  resulting  from  ri¬ 
ots  or  civil  disorders  In  such  lines  of 
mandatory  and  optional  coverage  as  are 
designated  separately  for  each  State  by 
the  Company  In  Its  notice  of  acceptance 
and  confirmed  under  sec.  XVni. 

Sec.  L  Policies  reinsured.  This  Stand¬ 
ard  Reinsurance  Contract  applies  to: 


•  A)  All  policies  or  contracts  ot  direct 
property  insurance  issued  by  the  Com¬ 
pany  to  any  projierty  owner,  except  for 
policies  for  which  the  business  Is  han¬ 
dled  for  or  through  any  State  po<rf  or 
any  other  continuing  organization,  pool, 
or  association  of  insurers,  and 

(B)  The  Company’s  participatioiis  m 
State  pools  and,  as  may  be  approved  by 
the  Reinsurer,  in  other  continuing  orga¬ 
nizations,  pools,  or  associations  of  insur¬ 
ers,  which  policies,  contracts,  or  partici¬ 
pations  are  in  force  on  the  effective  date 
hereof  or  which  commence  or  are  re¬ 
newed  on  or  after  such  effective  date  in 
all  the  mandatory  and  in  such  optional 
standard  lines  of  property  insurance 
listed  below  as  are  designated  separately 
for  each  State  by  the  Company  in  its  no¬ 
tice  of  acceptance  and  confirmed  under 
sec.  XVUI. 

Lines  Of  Mandatory  Coverage 

(A)  Fire  and  extended  coverage; 

(B)  Vandalism  and  malicious  mis¬ 
chief; 

(C)  Other  allied  lines  of  fire  insur¬ 
ance; 

(D)  Burglary  and  theft;  and 

(E)  Those  portions  of  multiple  peril 
policies  covering  similar  perils  to  thoae 
provided  In  (A),  (B),  (C),  (D); 

Lines  Of  Optional  Coverage 

(F)  Inland  marine; 

(O).  Glass; 

(H)  Boiler  and  machinery; 

(I)  Ocean  marine; 

(J)  Aircraft  physical  damage. 

Section  n.  Premiums.  The  aggregate 

basic  premium  due  the  REINSURER  for 
the  reinsurance  coverage  provided  under 
this  contract  shall  be  computed  by  ap¬ 
plying  an  annual  rate  of  two  hundredths 
of  one  per  centum  (0.02%)  to  an  aggre¬ 
gate  premium  base  consisting  of  the  sum 
of  the  products  of  the  Ccunpany’s  direct 
premiums  earned  in  each  State  for  each 
reinsured  line  for  the  calendar  year  1977 
multiplied  by  the  specific  percentage  of 
such  earned  premium,  as  defined  in  sec. 
XVII  of  this  contract. 

If  the  total  amount  of  all  excess  ag¬ 
gregate  losses  paid  by  the  Reinsurer 
under  this  contract  and  all  like  Standard 
Reinsurance  Contracts  issued  for  the 
period  between  May  1,  1977,  and  April 
30.  1978,  exceeds  the  total  amount  of  all 
aggregate  basic  premiums  paid  or  pay¬ 
able  to  the  Reinsurer  under  all  such 
(»)ntracts,  the  Company  shall  be  obli¬ 
gated  to  pay  the  Reinsurer,  at  or  .subse¬ 
quent  to  adjustment,  an  additional 
premium  determined  on  the  basis  of  the 
aniL  unt  of  the  remainder  derived  by  sub- 
,tracting  the  total  amount  of  all  aggre¬ 
gate  basic  premiums  paid  or  payable  to 
the  Reinsurer  under  all  such  contracts 
from  ^e  total  amount  of  all  excess  ag¬ 
gregate  losses  paid  by  the  Reinsurer 
under  all  such  contracts.  The  amount  of 
the  additional  premium  shall  be  equal 
to  the  product  of  the  COMPANY’S  ag¬ 
gregate  basic  premium  multiplied: 

By  m  factor  of  one.  If  the  remainder  in 
greater  than  two  times  the  total  amount  of 
all  aggregate  basic  premiums  under  id)  such 
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contracts,  but  U  less  than  or  equal  to  three 
times  that  amount; 

By  a  factor  of  two.  If  tha  remainder  la 
greater  than  three  Umea  the  total  amount 
of  all  aggregate  baalc  premluma  under  aU 
such  contracts,  but  Is  leas  than  or  equal  to 
four  times  that  amount; 

By  a  factor  of  four.  If  the  remainder  U 
greater  than  six  timea  the  total  amount  of 
all  aggregate  basic  premluma  under  all  such 
contracts,  but  Is  less  than  or  equal  to  eight 
times  that  amount; 

By  a  factOT  of  six.  If  the  remainder  Is 
greater  than  ten  times  the  total  amount  of 
all  aggregate  b€ulc  premiums  under  all  such 
contracts,  but  is  less  than  or  equal  to  twelve 
times  that  amount; 

By  a  factor  of  eight.  If  the  remainder  Is 
greeter  than  twelve  times  the  total  amount 
of  all  aggregate  basic  premiums  under  all 
such  contracts,  but  to  lees  than  or  equal  to 
f  oiu'teen  times  that  amount; 

By  a  factor  of  ten.  If  the  remaindw  to 
greater  than  eighteen  times  the  total  amount 
of  ail  aggregate  basic  premluma  under  all 
such  contracts,  but  to  leas  than  or  equal  to 
twenty  times  that  amount;  or 

By  a  factor  of  twrtve.  If  the  remainder  to 
greater  than  twenty  timea  the  total  araouito 
of  all  aggregate  basic  premium  under  aU 
such  contracts. 

An  advance  premium,  which  shall  be 
an  estimated  premium  cmly.  shall  be 
computed  by  the  Company  on  the  basis 
of  its  direct  premiums  earned  in  the 
calendar  yeeu:  197®  In  the  maniiM’  re¬ 
quired  for  the  cwnputatkm  of  the  aggre¬ 
gate  basic  premium.  If  any  line  oi  insur¬ 
ance  is  added  during  the  term  of  this 
contract  for  which  the  Con^iany  had  no 
premium  writings  In  1176,  the  premium 
base  for  the  advance  premium  shall  be 
estimated  by  State  for  the  period  from 
the  date  of  attachment  of  coverage  to 
the  expiratkm  date  of  this  contract.  In 
no  event  shall  the  advance  premium  be 
less  than  $25.00  for  each  State  In  which 
Reinsurance  Is  provided  under  this  con¬ 
tract.  The  advance  premium  shall  be 
paid  to  the  Reinsurer  without  demand 
within  30  days  from  the  effective  date  ot 
coverage. 

At  the  optiim  oi  the  Reinsurer  and 
prior  to  adjustment,  the  Company  shall 
pay  the  additional  premium  on  an 
estimated  basis.  An  estimated  addi¬ 
tional  premium  payment  equal  to  the 
amount  of  the  Company's  advance 
premium  shall  be  pajrable  to  the 
Reinsurer  if  the  total  amount  of  all 
excess  aggregate  losses  paid  by  the  Re¬ 
insurer  under  this  contract  and  all  like 
Standard  Reinsurance  Contracts  Issued 
by  the  Reinsurer  for  the  period  between 
May  1,  1977,  and  April  30.  1978,  exceeds 
the  total  amount  of  all  estimated  pre¬ 
miums  collected  by  the  Reinsurer  under 
all  such  contracts  (the  total  amount  of 
all  advance  premiums  plus  the  total 
amount  of  any  estimated  additional  pre¬ 
mium  payments).  The  total  amount  of 
estimated  additional  premium  payments, 
whether  required  separately  or  concur¬ 
rently,  shall  not  exceed  twelve  times  the 
amount  of  the  Company's  advance  pre¬ 
mium.  The  actual  amount  of  the  addi¬ 
tional  premiums  shall  subsequently  be 
computed  and  adjusted  In  accordance 
with  the  provisions  of  the  preceding 
paragraphs  and  sec.  Vn. 


With  the  exception  of  the  advance  pre¬ 
mium  which  Is  due  without  demand  of 
the  Reinsurer  within  30  days  from  the 
effecUve  date  of  coverage,  premium 
amounts  shall  be  due  30  days  after  the 
demand  (rf  the  Reinsurer.  Interest  shall 
accrue  at  six  per  centum  (6%)  per 
annum  on  any  portion  of  any  pipemium 
amount  which  is  not  received  on  or  be¬ 
fore  30  days  from  its  due  date. 

TThe  aggregate  basic  inremium,  to¬ 
gether  with  any  additional  premium 
which  may  be  due  the  Reinsurer  in  ac¬ 
cordance  with  the  preceding  paragrai^ 
shall  be  deemed  fully  earned  on  the  date 
that  such  reinsurance  coverage  attaches, 
except  as  otherwise  provided  In  sec.  VI. 

Sec,  m.  Assessments.  If  any  other 
company  (or  companies)  reinsured  by 
the  Reinsurer  under  a  like  Standard  Re¬ 
insurance  Contract  incurs  aggregate 
losses  in  reinsured  lines  In  any  State 
during  the  period  of  this  contract,  which 
in  total  exceed  its  net  retention  for  all 
such  lines,  and  as  a  result  lodges  claims 
against  the  Reinsurer,  then  the  Com¬ 
pany,  on  demand  of  the  Rtinsurer,  shall 
pay  to  the  Reinsurer  as  assessment  suffi¬ 
cient  to  meet  the  Company’s  equitable 
share  of  all  such  excess  aggregate  losses 
Incurred  In  the  State,  but  only  to  the 
extent  that  such  losses  exceed  funding 
applied  in  successive  order  as  follows: 

(1)  All  basic  and  additional  premiums 
paid  or  payable  by  all  reinsured  ccrni- 
panies  into  the  National  Insurance  De¬ 
velopment  Fund  for  the  period  from 
May  1.  1977,  through  April  30,  1978,  for 
reinsurance  In  such  State  In  accordance 
with  the  provisions  of  sec.  n  and  sec.  vn 
of  this  contract. 

(2)  A  share  from  the  National  Insur¬ 
ance  Development  Fund  In  proportlMi 
that  any  remaining  deficits  bear  to  the 
leaser  of  (a)  the  total  of  such  deficits 
or  (b)  four  times  the  amount  of  all  ag¬ 
gregate  basic  premiums  paid  or  payable 
to  the  Reinsurer  under  this  contract 
and  all  like  Standard  Reinsurance  Con¬ 
tracts  Issued  for  the  period  between 
May  1,  1977.  and  April  30, 1978. 

(3)  The  unused  net  amount,  or  part 
thereof  equal  to  such  State  deficits,  of  all 
reinsurance  premiums  paid  or  payable  by 
all  reinsured  companies  Into  the  National 
Insurance  Development  Fund  for  the  pe¬ 
riod  from  August  1.  1968,  through 
April  30,  1977  (Including  Investmmt  in¬ 
come  earned  thereon  through  April  30, 
1975)  for  reinsurance  in  such  State. 

(4)  A  share  of  all  additional  premiums 
paid  or  payable  to  the  Reinsurer  under 
tills  contract  and  all  like  Standard  Rein¬ 
surance  Contracts  for  ttie  period  between 
May  1,  1977.  and  April  30,  1978,  which 
have  not  been  used  under  sec.  3(1 )  above 
in  proportion  that  any  remaining  deficits 
bear  to  the  lesser  of  (a)  the  total  of 
such  deficits  or  (b)  the  total  of  the  un¬ 
used  additional  premiums. 

(5)  A  share  from  the  National  Insur¬ 
ance  Develi^xnent  Fund  In  proportion 
that  any  remaining  deficits  bear  to  the 
lesser  of  (a)  the  total  of  such  deficits 
or  (b)  six  times  the  amoui^  of  all  aggre¬ 
gate  basic  premiums  paid  or  payable  to 
the  Reinsurer  under  contract  and  all 
like  Standard  Reinsurance  Contracts 


issued  for  the  period  between  May  1, 
1977,  and  AprU  30,  1978. 

Such  share  of  any  remaining  d^cit 
for  a  State  shall  be  in  the  proportion 
that; 

(A)  The  amount,  if  any.  by  which  the 
Company’s  net  retention  in  lines  rein¬ 
sured  hereunder  in  such  State  exceeds 
the  Company’s  aggregate  losses  in  such 
lines,  bears  to 

(B)  The  aggregate  amount  of  unab¬ 
sorbed  net  retention  for  all  the  lines  of 
Insurance  of  all  companies  reinsured 
hereunder  in  such  State,  but  such  ^are 
shall  not  exceed  the  amount  of  the  C(xn- 
pany’s  unabsorbed  net  retention  under 
(A) .  An  assessment  will  be  required  only 
after  the  termination  of  coverage  pro¬ 
vided  by  this  contract. 

Sec.  rv.  Claims.  The  Company  shall 
advise  the  Reinsure  by  letter  (A)  of  all 
losses  from  a  single  occurrence  which 
exceed  $50,000  and  (B)  whenever  It  ap¬ 
pears  that  aggregate  losses  have  be^ 
Incurred  In  an  amount  equal  to  90  p»’- 
cent  (90%)  of  the  Company’s  net  reten- 
tloti  In  any  State,  on  the  basis  of  Its 
dhect  premiums  earned  and  reported  to 
the  Reinsurer  for  the  calendar  year 
1976. 

When  the  Company  incurs  aggregate 
losses  which  exce^  its  net  retention  in 
any  State,  the  Company  may  make  claim 
uptm  the  Reinsurer  for  the  payment  of 
excess  aggregate  losses  In  that  State  by 
filing  a  certification  of  loss  and  there¬ 
after  such  supporting  documentation  of 
such  losses  as  may  be  required  by  the 
Reinsurer,  and  following  the  receipt  of 
such  certificatkms  and  documentation 
and  Reinsurer  shall,  as  promptly  as  pos¬ 
sible,  In  such  Installmwits  and  <m  such 
conditions  as  may  be  determined  by  the 
Reinsurer  to  be  appn^xlate  (including 
advance  payments  made  on  the  basis  of 
preliminary  certlficatlMis  of  loss  filed  in 
advance  of  t^  final  determination  of 
the  ultimate  amount  of  losses  paid),  pay 
to  the  Company  the  amount  of  such  ex¬ 
cess  aggregate  losses  subject  to  adjust¬ 
ments  on  account  of  underpayments  or 
overpayments. 

If  the  ultimate  amount  of  losses  to  be 
paid  by  the  Company  has  not  been  finally 
determined  when  the  certification  (ff  loss 
Is  filed,  the  Company  shall.  In  due  course, 
file  one  or  more  supplementary  certifica¬ 
tions  of  loss  and  hereafter  the  Rein¬ 
surer  or  the  Company,  as  the  case  may 
be,  shall  pay  the  balance  due. 

Claims  paid  pursuant  to  c(»nputations 
of  net  retentions  based  upon  the  direct 
pr^iums  earned  for  the  calendar  year 
1976  shall  be  recomputed  and  adjusted 
at  the  termination  of  the  coverage  pro¬ 
vided  by  this  contract  on  the  basis  of 
direct  premiums  earned  in  reinsured 
lines  for  the  calendar  year  1977. 

Sec.  V.  Inception  and  expiration  dates. 
Provided  the  Company  has  requested  re¬ 
insurance  by  Sta^  and  lines  of  cover¬ 
age  on  or  before  April  30. 1977,  this  Stan¬ 
dard  Reinsurance  Contract  shall  be  in  ef¬ 
fect  from  12:01  a.m.  e.s.t.  on  May  1. 1977. 
and  shall  expire  at  12:00  p.m.  (midnight) 
ea.t.  on  AprU  30.  1978,  unless  sooner 
terminated. 

If  the  Company  appllee  for  coverage 
on  or  after  May  1,  1977,  this  contract 
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shall  be  effective  from  12:01  a  m..  c.s.t 
on  the  day  after  such  application  is  dis¬ 
patched,  as  determined  by  the  date  of 
postmark  or  telegram,  provided  the  Com¬ 
pany  requests  coverage  by  State  and  line 
and  otherwise  complies  with  the  eligibil¬ 
ity  requirements  of  this  contract. 

This  contract  aiHihes  only  to  losses  oc¬ 
curring  during  the  term  hereof,  as 
follows: 

(A)  If  at  the  inception  of  this  contract 
any  riot  or  civil  disorder  is  in  progress, 
no  coverage  shall  be  provided  for  losses 
resulting  therefrom  unless  this  contract 
is  a  continuation  of  coverage  from  the 
previous  year’s  contract. 

•  B)  If  this  contract  terminates  while  a 
riot  or  civil  disorder  covered  hereby  is  in 
progress,  no  coverage  shall  be  provided 
for  any  losses  resulting  therefrom  which 
occur  after  the  date  and  time  of  term¬ 
ination  oi  this  contract. 

SEC.  VI.  Cancellations.  Reinsurance 
under  this  contract  may  be  canceled  by 
the  Company  in  its  entirety  or  with  re¬ 
spect  to  any  State  upon  written  notice  by 
the  Cmnpany  to  the  Reinsiirer  stating 
that  it  desires  to  cancel  the  reinsurance 
coverage  specified  and  that  it  will  pay 
any  premium  due  the  Reinsurer  in  ac¬ 
cordance  with  the  provisions  of  this  con¬ 
tract,  subject  to  any  adjustments  which 
may  be  required  under  sec.  VII;  provided, 
however,  that  no  coverage  shall  attach 
under  this  cmtract  if  the  Company  has 
willfully  concealed  or  misrepresented  any 
material  fact  with  respect  thereto. 

Reinsurance  under  this  contract  may 
be  cancelled  by  the  Reinsurer  in  its  en¬ 
tirety  or  with  respect  to  any  State  up<m 
30  days  written  notice  to  the  Company 
of  such  cancellation,  stating  the  reasons 
for  cancellaticm,  which  shall  be  limited 
to  one  or  more  of  the  following  grounds: 
fraud  or  misrepresentation  subsequent  to 
the  inception  of  the  contract,  nonpay¬ 
ment  of  premium  or  any  other  amount 
due  the  Reinsurer,  and  the  grounds  set 
forth  in  the  second  pai'agraph  of  sec. 

xn. 

Whenever  the  Reinsurer  determines. 
In  his  discretion,  that  any  cancellation 
of  reinsurance  is  Involuntary  and  with¬ 
out  fault  on  the  part  of  the  Company,  the 
premium  due  the  Reinsurer  for  the  cov¬ 
erage  afforded  under  this  contract  shall 
be  prorated  in  the  ratio  of : 

(A)  The  number  of  days  for  which 
coverage  was  provided  prior  to  the  can¬ 
cellation  of  such  coverage  plus  thirty,  to 

(B)  The  total  number  of  days  of  cov¬ 
erage  provided  imder  this  contract  from 
the  inception  of  coverage  up  to  and  in¬ 
cluding  April  30,  1978. 

In  the  event  of  any  cancellation  of  re¬ 
insurance  coverage  under  this  section, 
the  net  retention  and  assessment  of  such 
Company  shall  be  computed,  without 
proration,  on  the  basis  of  the  direct  pre¬ 
miums  earned  for  the  calendar  year  1977. 
Refimds  of  premiums,  if  any.  due  the 
Company  upon  cancellation  may.  at  the 
discretion  of  the  Reinsurer,  be  deferred 
until  after  final  adjustments  have  been 
made  In  accordance  with  the  provisions 
of  sec.  vn  hereof. 

Sac.  vn.  Adjustments.  The  Company 
shall  report  to  tiie  Reinsurer  within  60 


days  after  request  its  direct  premiums 
earned  for  the  calendar  year  1977  in  all 
reinsured  lines  in  all  States  for  which 
reinsurance  was  provided  under  this 
contract,  for  the  purpose  of  computing 
and  adjustmg  the  reinsurance  premium 
due  to  the  Reinsurer  with  respect  to  the 
coverage  provided.  The  direct  premiums 
earned  to  be  reported  for  any  line  of  in¬ 
surance  added  during  the  contract  term 
for  any  State  in  which  the  company 
had  no  premium  writings  in  such  line 
in  1977  shall  be  the  direct  premiums 
earned  for  the  first  four  months  of  1978 
as  estimated  by  the  Company,  subject 
to  audit  by  the  Reinsurer. 

In  no  event  shall  the  adjusted  amount 
of  direct  premiums  earned  by  the  Com¬ 
pany  result  in  a  basic  premium  to  the 
Reinsurer  in  an  amount  less  than  $25 
for  each  State  during  the  contract  year, 
which  shall  constitute  the  minimum  ad¬ 
justed  reinsurance  premiun  for  any 
State  under  this  contract. 

On  or  before  July  31,  1978,  or  such 
later  date  as  may  te  permitted  at  the 
option  of  the  Reinsurer,  the  Company 
shall  report  to  the  Reinsurer  its  aggre¬ 
gate  losses. 

Any  overpayment  or  underpayment 
between  the  Reinsurer  and  the  Comriany 
shall  be  adjusted  and  paid  in  accord¬ 
ance  with  the  obligations  assumed  here¬ 
in  mider. 

Sec.  VUl.  Insolvency.  In  the  event  of 
insolvency  oi  the  Companw  the  reinsur¬ 
ance  under  this  contract  shall  be  pay¬ 
able  by  the  Reinsurer  to  the  Company 
or  to  its  liquidator,  receiver,  or  statutory 
successor  on  the  basis  of  the  liability 
of  the  Company  under  all  policies,  con¬ 
tracts,  or  pfu^ipation  shares  reinsured 
without  diminution  because  of  the  in¬ 
solvency  oi  the  Company. 

It  is  further  agreed  that  the  liquida¬ 
tor.  or  receiver,  or  statutory  successor 
of  the  Company  shall  give  written  notice 
to  the  Reinsurer  of  the  pendency  of  any 
claim  against  the  Company  on  the 
r>olici£s,  contracts,  or  participation 
shares  reinsured  within  a  reasonable 
time  after  such  claim  is  filed  in  the  in¬ 
solvency  proceeding,  and  that  during  the 
pendency  of  such  claim  the  Reinsurer 
may  investigate  such  claim  and  Inter¬ 
pose,  at  its  own  expense,  in  the  proceed¬ 
ing  where  such  claim  is  to  be  adjudi¬ 
cated,  any  defense  or  defenses  which 
may  be  deemed  available  to  the  Com¬ 
pany  or  its  liquidator,  receiver,  or  stat¬ 
utory  successor.  The  expense  thus 
incurred  by  the  Reinsurer  shall  be 
chargeable,  subject  to  court  approval, 
against  the  Company  as  part  of  the  ex¬ 
pense  of  liquidation  to  the  extent  of  a 
proportionate  share  of  the  benefit  which 
may  accrue  to  the  Company  solely  as  a 
result  of  the  defense  undertaken  by  the 
Relnsturer. 

Sec.  IX.  Errors  and  omissions.  Inad¬ 
vertent  delays,  errors,  or  omissions 
made  in  connection  with  any  trans¬ 
action  imder  this  contract  shall  not  re¬ 
lieve  either  party  from  any  liability 
which  would  have  attached  had  such 
delay,  error,  or  omlsslim  not  occurred, 
provided  always  that  such  delay,  error 


or  omission  is  rectified  as  soon  as  pos¬ 
sible  after  discovery. 

Sec.  X.  Restriction  of  benefits.  No 
Member  of  or  Delegate  to  Congress,  or 
Resident  Commissioner,  shall  be  ad¬ 
mitted  to  any  share  or  part  of  this  con¬ 
tract,  or  to  any  benefit  that  may  arise 
therefrom;  but  this  proviskm  shall  not 
be  construed  to  extend  to  this  contract 
if  made  with  a  coriwratlon  for  its  gen¬ 
eral  benefit. 

Sec.  XI.  Participation  in  statewide 
plans.  No  reinsurance  shall  be  offered  or 
effective  under  this  contract  in  any  State 
unless  there  is  in  effect  in  such  State,  on 
the  date  coverage  commences,  a  con¬ 
tinuing  statewide  pdan  to  make  essential 
property  insurance  more  widely  available, 
and  the  Company  is  fully  participating 
In  such  plan  on  a  risk-bearing  basis 
and  is  certified  by  the  State  Insurance 
authority  as  meeting  the  requirements  of 
this  sectiem.  Except  with  respect  to  its 
i-unoff  business  alter  ceasing  to  do  busi¬ 
ness  within  a  State,  the  Company  sliall 
not  be  eligible  for  reinsurance  under  thi^ 
contract  in  any  State  in  which  it  is  not 
engaged  in  the  direct  writing  of  property 
insurance  at  the  time  coverage  is  re¬ 
quested,  or  in  which  it  is  writing  business 
on  a  nonadmitted  basis,  unless  it  reports 
such  ncmadmitted  business  to  the  State 
insurance  authority  and  participates  in 
the  statewide  plan  erf  such  State  on  the 
basis  of  such  reported  business.  The 
Company  shall  file  and  maintain  with 
the  State  insurance  authority  in  each 
State  in  which  it  is  participating  in  the 
statewide  plan  a  statement  pledging  its 
full  participetion  and  cooperation  in 
carrying  out  the  plan  and  shall  file  a 
copy  of  each  such  statemoit  with  the 
Reinsurer.  The  Company  shall  not  direct 
any  agent,  broker,  or  other  producer  not 
to  solicit  business  through  such  plans 
and  shall  not  penalise  in  any  way  any 
agent,  broker,  or  other  producer  for  sub¬ 
mitting  appUcations  for  insurance  under 
such  plans.  The  Company  shall  also  es¬ 
tablish  and  carry  out  an  education  and 
public  information  program  to  encour¬ 
age  agents,  brokers,  and  other  producers 
to  utilize  the  programs  and  facilities 
available  under  such  statewide  plans. 

In  the  event  that  the  Company  after 
the  inception  of  this  contract  voluntarily 
withdraws  from  any  State  plan,  pool,  or 
other  facility  required  by  the  provisions 
of  this  section,  such  withdrawal  shall  be 
deemed  to  constitute  cancellation  by  the 
Company  with  respect  to  that  State  as  of 
the  effective  date  of  the  withdrawal. 

Sec.  xn.  Limitations  on  reinsurance. 
Rein.surance  hereunder  shall  not  be  ap¬ 
plicable  to  insurance  policies  subsequent¬ 
ly  written  in  a  State  by  the  Company 
after  the  close  of  the  second  full  regular 
session  of  the  appropriate  State  legisla¬ 
tive  body  following  August  1,  1968,  if  the 
State  has  not  enacted  legislation  to  re¬ 
imburse  the  Reinsurer,  as  necessary,  for 
the  portion  of  the  aggregate  losses  speci¬ 
fied  in  section  1223(a)(1)  of  the  Na¬ 
tional  Housing  Act.  as  amended  (12 
U.8.C.  1749bbb-9(a) ),  paid  by  the  Re¬ 
insurer  under  this  contract. 

The  Reinsurer  shall  cancel  coverage, 
in  accordance  with  the  provisions  of  this 
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contract,  with  respect  to  any  State  In 
which : 

(A)  The  Reinsurer  has  found  (after 
consultation  with  the  State  insurance 
authority)  that  (1)  it  is  necessary  to 
have  a  suitable  program  adopted,  In  ad¬ 
dition  to  required  statewide  plans,  to 
make  essential  property  insurance  avail¬ 
able  without  regard  to  environmental 
hazards  and  that  such  a  program  has  not 
been  adopted,  or  (2)  the  Company  is  not 
fully  participating  in  the  Statewide 
plan:  and,  where  it  exists,  in  a  State  pool 
or  other  facility:  and,  where  it  exists,  in 
any  other  program  foimd  necessary  to 
make  essential  property  insurance  more 
readily  available  in  the  State;  or 

(B)  Following  a  merger,  acquisition, 
consolidation,  or  reorganization  involv¬ 
ing  the  Company  and  one  or  more  in¬ 
surers  w'ith  or  without  such  reinsurance, 
the  surviving  insurer  does  not  meet  all 
criteria  or  eligibility  for  reinsurance  and 
within  10  days  pay  any  reinsurance 
premiums  due;  or 

(C)  The  Reinsurer  has  found  (after 
consultation  with  the  State  insurance 
authority)  that  a  statewide  plan  is  not 
complying  with  the  Reinsurer’s  statutory 
or  regulatory  criteria  or  has  become 
inoperative. 

Notwithstanding  the  foregoing  provi¬ 
sions,  reinsurance  mav  at  the  election  of 
the  CJompany  be  continued,  up  to  and 
including  April  30,  1978,  for  the  term  of 
such  policies  and  contracts  reinsured 
prior  to  the  date  of  termination  of  re¬ 
insurance  under  this  section,  provided 
the  Company  pays  the  reinsurance 
premiums  in  such  amoimts  as  may  be 
required.  For  the  purposes  of  this  sec¬ 
tion,  the  renewal,  extension,  modifica¬ 
tion,  or  other  change  in  a  policy  or  con¬ 
tract  for  which  any  additional  premium 
is  charged,  shall  be  deemed  to  be  a  policy 
or  contract  written  on  Uie  date  such 
change  was  made  effective. 

Reinsurance  under  this  contract  shall 
be  subject  to  all  of  the  provisions  of  the 
Urban  Property  Protection  and  Rein¬ 
surance  Act  of  1968,  12  U.S.C.  1749bbb — 
1749bbb-21,  as  amended,  and  to  all  regu¬ 
lations  duly  promulgate  by  the  Rein¬ 
surer  pursuant  thereto  prior  to  the 
Inception  of  any  particular  coverage  pro¬ 
vided  under  this  contract. 

Sec.  XIII.  Arbitration.  If  any  mis¬ 
understanding  or  dispute  arises  between 
the  Company  and  the  Reinsurer  with 
reference  to  the  amount  of  premium  due, 
the  amount  of  loss,  or  to  any  other  fac¬ 
tual  issue  under  any  provisions  of  this 
contract,  other  than  as  to  legal  liability 
or  interpretation  of  law,  such  misunder¬ 
standing  or  dispute  may  be  submitted  to 
arbitration  for  a  determination  which 
shall  be  binding  only  upon  iqiproval  by 
the  Reinsurer.  The  Company  and  the 
Reinsurer  may  agree  on  and  appoint  an 
arbitrator  who  shall  Investigate  the  sub¬ 
ject  of  the  misunderstanding  or  dispute 
and  make  his  determination.  If  the 
Company  and  the  Reinsurer  cannot 
agree  on  the  appointment  of  an  arbitra¬ 
tor,  then  two  arbitrators  shall  be  ap¬ 
pointed,  one  to  be  chosen  by  the  Com¬ 
pany  and  oiie  by  the  Reinsurer. 


The  two  arbitrators  so  chosen,  if  they 
are  unable  to  reach  an  agreement,  shall 
select  a  third  arbitrator  who  shall  act 
as  umpire,  and  such  umpire’s  deter¬ 
mination  shall  become  final  only  upon 
approved  by  the  Reinsurer.  The  Com¬ 
pany  and  the  Reinsurer  shall  bear 
equally  all  expenses  of  the  arbitration. 

Findings,  proposed  awards,  and  deter¬ 
minations  resulting  from  arbitration 
proceedings  carried  out  under  this  sec¬ 
tion  shall,  upon  objection  by  the  Re¬ 
insurer  or  the  Company,  be  inadmissible 
as  evidence  in  any  subsequent  proceed¬ 
ings  in  any  court  of  competent  jurisdic¬ 
tion. 

Sec.  XIV.  Access  to  books  and  records. 
The  Reinsurer  and  the  Comptroller 
General  of  the  United  States,  or  their 
duly  authorized  x’epresentatives,  shall 
have  access  for  the  purpose  of  investiga¬ 
tion.  audit,  and  examination  to  any 
book.s.  documents,  papers,  and  records  of 
the  Company  that  are  pertinent  to  the 
business  reinsured  under  this  contract. 
Such  audits  shall  be  conducted  to  the 
maximum  extent  feasible  in  cooperation 
with  the  State  insurance  authorities  and 
through  the  use  of  their  examining  facil¬ 
ities.  The  Company  shall  keep  records 
which  fully  disclose  all  matters  pertinent 
to  the  business  reinsured,  including 
premiums  and  claims  paid  or  payable 
under  this  contract.  Records  relating  to 
premiums  shall  be  retained  and  available 
for  three  (3)  years  after  final  adjust¬ 
ment  of  premiums,  and  to  reinsurance 
claims  three  (3)  years  after  final  adjust¬ 
ment  of  such  claims. 

Sec.  XV.  Injormation  and  annual 
statet7ients.  The  Company  shall  furnish 
to  the  Reinsurer  such  summaries  and 
analyses  of  information  in  its  records  as 
may  be  necessary  to  carry  out  the  pur¬ 
poses  of  the  Urban  Property  Protection 
and  Reinsurance  Act  of  1968,  as 
amended,  in  such  form  as  the  Reinsurer, 
in  cooperation  with  the  State  insurance 
Authority,  shall  prescribe;  and  the  Com¬ 
pany  shall  file  with  the  Reinsurer  a  true 
and  correct  copy  of  the  Company’s  Fire 
and  Casualty  annual  statement,  or 
amendment  thereof,  as  field  with  the 
State  insurance  authority  of  the  Com¬ 
pany’s  domiciliary  State,  at  the  time  it 
files  such  statement  or  amendment  with 
the  State  insurance  authority.  The  Com¬ 
pany  shall  also  file  with  the  Reinsurer 
an  equivalent  of  page  14  of  such  annual 
statement  fof  each  State  in  which  rein¬ 
surance  is  provided  under  this  contract. 

Sec.  XVI.  Exclusions.  Reinsurance 
under  this  contract  shall  not  be  applica¬ 
ble  with  respect  to  any  claim  for: 

(A)  All  or  any  part  of  a  loss  which  is 
the  direct  or  indirect  result  of  controlled 
or  uncontrolled  nuclear  reaction,  radia¬ 
tion.  or  radioactive  contamination;  or 

(B)  Any  loss  to  siny  aircraft  while  the 
aircraft  is  in  fiight.  Including  that  period 
between  the  time  when  power  is  turned 
(Ml  for  the  purpose  of  taxiing  connected 
to  takeoff  until  the  time  when  the  land¬ 
ing  run  has  ended,  taxiing  has  been  com¬ 
pleted,  and  power  has  been  turned  off;  or 

(C)  Any  loss  to  ai^  aircraft,  or  result¬ 
ing:  from  collision  with  aircraft,  which  Is 
precipitated  or  caused  by  hijacking  of 


any  aircraft  or  attempt  tliereat,  includ¬ 
ing  loss  from  wrongful  seizure,  wrongful 
diversion  from  course  oi  fiight  pattern, 
or  wrongful  exercise  of  command  or  con¬ 
trol,  of  an  aircraft,  by  any  person  or  per¬ 
sons,  through  the  use  of  force  or  violence 
or  the  threat  of  force  or  violence. 

Sec.  XVII.  Definitions.  As  used  in  this 
contract  the  term: 

(1)  “Aggregate  losses’’  means  the  sum 
total  of  losses  resulting  from  riots  or  civil 
disorders  (x;currlng  in  a  State  and  aliena¬ 
ble  to  a  State  in  which  reinsurance  is 
provided ; 

(2)  “Company”  means  any  company 
authorized  to  engage  in  the  insurance 
business  under  the  laws  of  any  State,  ex¬ 
cept  that  if  there  are  two  or  more  com¬ 
panies  within  a  State  in  which  reinsur¬ 
ance  is  to  be  provided  under  this  con¬ 
tract  which,  as  determined  by  the 
Reinsurer : 

(A)  Are  under  common  ownership  and 
ordinarily  operate  on  a  group  basis;  or 

(B)  Are  under  single  management 
direction;  or 

(C)  Are  otherwise  determined  by  the 
Reinsurer  to  have  substantially  common 
or  Interrelated  ownership,  direction, 
management,  or  control;  then  all  such 
related,  associated,  or  affiliated  com¬ 
panies,  excluding  nonadmltted  com¬ 
panies,  which  are  not  specifically  in¬ 
cluded  by  endorsement  to  this  contract, 
shall  be  reinsured  only  as  one  aggregate 
entity; 

(3)  “Continuing  organization,  p(X)l,  or 
association  of  hisurers”  means  an  indus¬ 
try  pool  created  to  provide  direct  insur¬ 
ance  to  meet  special  problems  or  insur¬ 
ability,  such  as  for  a  particular  class  or 
type  of  business; 

(4)  “Direct  premiums  earned”  means 
direct  premiums  earned  as  reported  in 
column  2  on  page  14  of  the  Company’s 
Fire  and  Casualty  annual  statement  for 
the  specified  calendar  year  in  the  form 
adopted  by  the  National  Association  of 
Insurance  Commissioners,  subject  to  (A) 
adjustment  as  approved  by  the  Reinsurer 
for  cessions  to  pools,  facilities,  and  asso¬ 
ciations,  and  for  the  inclusion  of  par¬ 
ticipations  in  such  pools,  facilities,  and 
associations,  and  (B)  such  other  appro¬ 
priate  adjustments  as  may  be  approved 
or  required  by  the  Reinsurer,  which  shall 
include  adjustments  for  dividends  paid 
or  credited  to  policyholders  and  reported 
in  column  3  on  page  14,  subject  to  a 
maximum  credit  of  20  percent  (20%)  of 
direct  premiums  earned  for  any  one  line 
of  insurance; 

(5)  “Excess  aggregate  losses”  means 
that  part  of  aggregate  losses  which  is 
equal  to  the  sum  of: 

(A)  Ninety  percent  of  the  Compaiiy’s 
aggregate  losses  in  excess  of  its  net  re¬ 
tention,  until  the  Company’s  10  percent 
share  of  aggregate  losses  under  this  pro¬ 
vision  (A)  equals  the  amount  of  its  net 
retention : 

(B)  Ninety-five  percent  of  the  Com¬ 
pany’s  remaining  aggregate  losses  (after 
deducting  the  Reinsurer’s  share  of  ag¬ 
gregate  losses  under  (A))  in  excess  of 
twice  its  net  retention,  until  the  Com¬ 
pany’s  5  percent  share  of  aggregate  losses 
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under  this  provision  (B)  equals  the 
amount  of  Its  net  retentlcxi;  and 

(C)  Ninety-eight  percent  of  the  Com¬ 
pany’s  remaining  aggregate  losses  (after 
deducting  the  Reinsurer’s  share  of  ag¬ 
gregate  losses  imder  (A)  and  (B) )  In 
excess  of  an  amount  equal  to  three  times 
Its  net  retention: 

(6)  “Losses”  means  all  claims  proved, 
approved,  and  paid  by  the  Company  un¬ 
der  reinsured  policies,  resulting  from 
riots  or  civil  disorders  occtirrlng  in  a 
State  during  the  period  of  this  contract 
after  making  proper  deduction  for  sal¬ 
vage  and  for  recoveries  other  than  re¬ 
insurance,  together  with  an  allowance 
for  expense  In  connection  therewith, 
hereby  agreed  to  equal  an  amount  per 
claim  of  8  percent  (8%)  of  the  first 
$25,000  of  any  such  claim,  plus  3  percent 
(3%)  of  the  amount  by  which  such  claim 
exceeds  $25,000  but  Is  less  than  $100,000. 
plus  1  percent  (1%)  of  the  amount  by 
which  the  claim  exceeds  $100,000;  It  does 
not  mean  any  claim  excluded  under  sec. 
XVI; 

(7)  “Net  retention”  means  the  amount 
of  aggregate  losses  that  the  Company 
must  stand  before  the  Reinsurer's  liabil¬ 
ity  hereunder  attaches  and  shall  be  (me 
aggregate  figure  for  each  State  which 
shall  be  ttie  larger  of  either  $1,000  or  the 
amount  determined  by  apidylng  a  factor 
of  2^  percent  (2^%)  to  the  specified 
percentage  of  the  Company’s  direct  pre¬ 
miums  earned  In  the  State  feu*  the  cal¬ 
endar  year  1877  on  those  lines  of  Insur¬ 
ance  hereby  reinsured: 

•  (8)  “Loss  resulting  from  riot”  means 
loss  of  or  damage  to  property  actually 
and  Immediately  resulting  from  an  oemt 
and  tumultuous  disturbance  of  the  puldlc 
peace  by  three  or  more  persons  mutually 
assisting  one  another,  or  otherwise  act¬ 
ing  In  designed  concert.  In  the  execution 
of  a  common  purpose  through  the  un¬ 
lawful  use  of  force  and  TKdence. 

”Loes  resulting  from  dvll  disorder” 
means:  (A)  Loss  of  or  damage  to  pitm- 
erty  actually  and  Immediately  resulttng 
from  any  pattern  of  unlawful  Inddents 


taking  place  within  close  proximity  both 
as  to  time  and  place  and  Involving  dam¬ 
age  to  property  Intentionally  caused  by 
persons  apparently  having  the  primary 
moth'atlon  of  disturbing  the  public  peace 
through  civil  disruption,  civil  disobedi¬ 
ence,  or  civil  protest;  provided  that  at 
least  two  of  such  related  Incidents  re¬ 
sult  in  property  damage  in  excess  of 
$1,000  each;  or 

(B)  Lobs  of  or  damage  to  property 
actually  and  Immediately  resulting  from 
any  occurrence  Involving  property  dam¬ 
age  In  excess  of  $2,000  caused  by  persons 
whose  unlawful  conduct  In  so  causing 
the  occtu-rence  manifests  their  primary 
purpose  of  disturbing  the  public  peace 
through  dvll  disruption,  civil  disobedi¬ 
ence,  or  civil  protest. 

(9)  “Specified  percentage”  means  100 
percent  (100%)  of  the  direct  premiums 
earned  for  each  line  of  Insurance  re- 
Inisured  imder  this  contract  except  that 
the  specified  percentage  of  h(xneowners 
multiple  peril  shall  be  85  percent  (85%) 
and  that  of  Commercial  multiple  peril 
shall  be  65  percent  (65%) ; 

(10)  “State”  means  the  several  States, 
the  District  (tf  Columbia,  the  Common¬ 
wealth  of  Puerto  Rico,  the  territories  and 
possessions,  and  the  Trust  Terrltcny  of 
the  Pacific  Islands;  and 

(11)  “State  pool”  means  any  State 
Fair  Plan  pool,  or  Insurance  placement 
facility  adilch  Is  Intended  to  meet  the 
requirements  of  Part  A  of  the  Urban 
Property  Protection  and  Reinsurance 
Act  of  1968  (82  Stat.  558,  84  Stat.  1791. 
12  U£.C.  1749bbb-3— 1749bbb-6a). 

Sac.  XvnL  Schedule  of  coveraae.  The 
(Company  shall  Indicate  with  an  (X)  In 
the  appropriate  column  and  line  those 
States  In  which  the  mandatory  lines  are 
to  be  reinsured  imder  this  contract. 
(Coverage  of  mandatory  lines  may  be 
designated  only  for  those  States  In  which 
the  Company  Is  eligible  for  reinsurance 
In  accordance  with  sec.  XI  of  this  (on- 
tract. 

The  Company  shall  also  Indicate  by 
State  with  an  (X)  tn  the  iqvropiiate 
column  and  line  any  optional  lines  which 


are  to  be  reinsured  under  this  contract. 
Coverage  of  optional  Unes  is  available 
only  for  those  States  In  which  the 
mandatory  lines  are  reinsured. 

(The  schedule  of  mandatory  and  op¬ 
tional  coverages  by  State  and  line  Is  set 
forth  at  this  point  In  the  (Contract.) 

Sec.  XIX.  Law  Amendments.  In  the 
event  the  provlsitms  In  Section  1222(d) 
of  the  Urban  Property  Protection  and 
Reinsurance  Act  of  1968,  as  amended, 
are  changed  to  conform  with  the  Sep¬ 
tember  SO  expiration  date  of  the  Federal 
government’s  fiscal  perlixl,  this  reinsur¬ 
ance  contract  is  automatically  extended 
from  “April  30,  1978”  to  “September  30, 
1978”  and  the  contractual  references  to 
“April  30,  1978”  are  amended  to  “Sep¬ 
tember  30, 1978.” 

No  change  will  be  made  In  the  com¬ 
putation  of  the  advance  premiums  due. 

The  aggregate  basic  premium  for  the 
17  m<mth  coverage  period  will  be  com¬ 
puted  by  applying  a  factor  of  1.4  to  the 
aggregate  basic  premium  determined  in 
accordance  with  Section  n  of  this  con¬ 
tract.  The  aggregate  basic  premium  used 
as  the  base  for  computing  other  elements 
In  the  contract  are  also  amended  to  1.4 
X  the  annual  aggregate  basic  premium. 

Under  Section  m  of  the  contract  the 
reference  to  “the  first  four  months  of 
1978”  Is  amended  to  “the  first  nine 
months  of  1978”  and  the  (M)ntractual 
reference  to  "on  or  before  July  31,  1978” 
Is  amended  to  “on  or  before  De<^mber 
SI.  1978." 

Under  Section  XVn  the  definition  of 
"Net  Retention”  Is  amended  by  substitut¬ 
ing  for  the  annual  factor  cd  two  and  one 
half  per  centum  (2V&%)  a  factor  of  three 
per  centum  (3%). 

Effective  date:  This  Notice  of  Offer 
shall  be  effective  on  April  1,  1977. 

Issued  at  Washington,  D.C.  on  March 
29,  1977. 

J.  Robext  Huiitxr, 
AcUno  Federal  iruurance 

Adminietrator. 
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